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SUBJECT: 2003-2004 TAX AND REVENUE ANTICIPATION NOTES

Today my office sold $600,000,000 in Tax and Revenue Anticipation Notes (TRANs)
priced at a 2.00% coupon with a reoffering yield of 0.90%. The pricing of these notes
had originally been scheduled for the week of June 16 th ; however, two factors
influenced our decision to accelerate the pricing to today: a widely anticipated rate
reduction by the Federal Reserve Board and the scheduled sale by the State of
California of approximately $11 billion in Revenue Anticipation Warrants scheduled for
Wednesday, June 11th.

In the first instance, remarks by Fed Chairman Alan Greenspan last week alluded to
additional cuts in the Federal Funds Rate. Most economists now believe the cut will
come at the next meeting in late June and will be a minimum of 0.25%. Prices on
short-term notes have quickly moved to reflect that reduction. On the second point,
continued news stories on the State's budget problems and lack of success in crafting a
ti mely solution is creating negative reactions from investors to both the State and
agencies located within the State. There is growing concern that California issues
pricing after the State's sale may experience increasingly negative reception from
investors.

The quick assessment to these market factors and the reaction of our banking team, led
by Lehman Brothers, enabled us to price the notes well in advance of our scheduled
date and capitalize on these factors. Although faced with an accelerated schedule and
an abbreviated marketing period, the team successfully marketed our notes highlighting
the strength of the County's budget and cash management principles and matching the
lowest benchmark yields in the California note market to date.

To meet this schedule, we worked with the rating agencies throughout the morning and
either received verbal confirmation of our ratings or anticipated ratings in order to




